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Current Trends 


The prime rate was raised again. . . on October 23. . . to 10% percent from 10 per- 


cent. . . the highest since January 1975. The expected increase resulted from credit tightening by 
the Federal Reserve. 


The Federal National Mortgage Association (FNMA) announced an increase in the maximum loan 
amount for Veterans Administration-guaranteed mortgages it purchases from $70,000 to $100,000. 
FNMA traditionally purchased VA mortgages with original loan amounts of up to four times the amount 
of the VA guarantee. President Carter signed legislation increasing the VA loan guarantee from $17,500 
to $25,000. 


Project notes totaling $583,070,000. . . representing 76 Public Housing Agencies. . . were sold in 
mid-October at an average interest rate of 4.805 percent. Last month’s interest rate was 4.404 
percent. Bids ranged from 4.28 percent to 4.98 percent. . . average maturity of the notes sold was 
8.5 months. Proceeds of the note sale will reimburse the Federal Government for funds advanced to 
Public Housing Agencies and refund maturing notes for low-income housing projects. 


HUD announced that the volume of long-term mortgage loans closed in July for 1-4 family homes 
totaled $15.3 billion. . . an 8 percent increase over the volume of home loans originated a year ago. 
This brings total loan originations by all lenders to $94.5 billion for the first 7 months of this year. . . 
11 percent increase over the same period in 1977. Savings and loan associations accounted for 48.7 
percent of the loans closed ($7.5 billion). . . commercial banks had a market share of 24.5 percent 
($3.7 billion). . . and mortgage companies accounted for 16.8 percent ($2.6 billion). In addi- 

tion. . . loans originated by commercial banks and mortgage companies are up by $460 million and 
$785 million. . . respectively. . . from July 1977. . . while savings and loan institutions showed a 
decrease of $397 million from the same period a year ago. 


Median sales price of the 69,000 new houses actually sold during August was $56,000. . . which 


was $1,600 above July’s median price and $7,600 above the median sales price of $49,000 during 
August 1977. 


The Government National Mortgage Association (GNMA) announced that bids on 97 mortgages 
totaling approximately $290 million were accepted at the project mortgage auction held in mid-October. 
GNMaA offered to sell $525 million in FHA-insured project mortgages and sold about 55 percent. Total 
offers received by GNMA were in excess of $1.5 billion. 


The Federal Crime Insurance Program had 50,046 policies in force as of July 31. This compares to 
37,331 as of July 31, 1977. Federal Crime Insurance provides individuals and businesses affordable 
insurance against burglary and robbery losses without fear of cancellation and at uniform rates in 
21 States and the District of Columbia. 





HUD Offers Aid to Tenants 


Tenants of a federally-subsidized apartment housing program whose rents were increased by 
soaring taxes and utility costs may soon get relief in the form of reimbursement from HUD. 


An agreement to settle numerous lawsuits, including a national class action brought by tenants was 
announced by HUD Secretary Harris. The Housing and Community Development Act of 1974 permitted 
payment of a subsidy to tenants to cover increased rents caused by rising tax and utility costs. The 
program never got off the ground and became embroiled in litigation when the first tenant suits were 
filed in 1975 to force HUD to pay the subsidy. Two of the lawsuits reached the Supreme Court. 


‘*This agreement represents part of the effort made by this Administration to deal with the financial 
problems of these HUD-sibsidized projects — problems that predated this Administration and formed 
the basis for extensive litigation,’ Secretary Harris said. ‘‘We are offering this settlement in order to 
reimburse tenants who suffered considerable hardship as a result of having to pay rent increases that 
could have been subsidized by HUD.”’ 


The agreement covers apartment houses subsidized under Section 236 of the Housing and Urban 
Development Act of 1968. Tenants who resided in a Section 236 project, including projects financed by 
State housing agencies, between February 1, 1975, and September 30, 1977, and who paid in excess of 
30 percent of their adjusted monthly income for rent (25 percent in cases where tenants directly paid one 
or more utility charges) may be eligible to receive retroactive tax and utility cost subsidy payments under 
the terms of the settlement. 


Parties to the settlement will present the agreement to the various courts across the country in which 
litigation is pending in order to obtain court approval of the agreement. If approved, the Courts will 
supervise the distribution of the settlement fund. The courts are expected to hold hearings on the 
settlement before approving the agreement. 


For further information about the filing of claims, contact the nearest HUD Field Office. 


Symposium on Housing for the Retired 


Several hundred retirees from around the country have responded to the Federal National 
Mortgage Association’s request that they write the corporation about their housing needs and 
preferences. Their comments will form the basis of a symposium on housing for the retired to be held at 
the Capital Hilton Hotel in Washington, D.C., January 10-12, 1979. 


More than 100 of those who write the corporation, chosen to provide a broad geographic, age-group and 
economic cross section of moderate- and middle-income retirees, will be invited to take part in the 
symposium at FNMA’s expense. 


State Governments Revenue Exceeded Spending in FY ’77 


Total State government revenue in fiscal 1977 increased 11.2 percent over the prior fiscal year to 
$204.5 billion. . . while expenditures increased 5.1 percent to $191.2 billion. . . according to a 
Census Bureau report. 


Taxes provided $101.1 billion. . . or 59.5 percent. . . of total State general revenue. State tax revenue 
was up 13.3 percent in 1977 from the 1976 total. Included in the tax revenue were general sales and 
gross receipt taxes which provided $30.9 billion. . . followed by the sales tax on motor fuel, $9.1 
billion. Motor vehicle license taxes amounted to $4.2 billion; tobacco sales tax collections, $3.5 billion; 
and sales taxes on public utilities, $2.4 billion. Yield from individual income taxes, imposed by 44 
States, total $25.5 billion. . . up nearly 19 percent from 1976. Corporation net income taxes amounted 
to $9.2 billion in 1977. . . or 26.1 percent more than the previous year. 


The 50 States continued to spend more for education than for any other function. In 1977. . . they spent 
$64.0 billion or 7.4 percent more on education than in 1976. Expenditure for public welfare totaled 
$32.8 billion. . . an increase of $3.1 billion over the previous year. 


Single copies of the report, State Government Finances in 1977, GF77, No. 3, may be obtained for 
$1.40 from the Subscriber Services Section (Publications), Census Bureau, Washington, D.C. 
20233. 





The Second Family Income 


The typical American home buyer can count on a monthly housing expense of $400. . . including 
real estate taxes and utility bills. . . but big-city buyers often must budget substantially 

more. . . according to Joseph T. Benedict, vice president of the United States League of Savings 
Associations. He notes ‘‘Housing remains one of the brightest spots in the national economy. In spite of 
rising costs, Americans are continuing to buy homes in near-record numbers.”’ 


Two main reasons the housing market has remained so strong: An increasing number of home buyers 
who use a working spouse’s income to help meet monthly expenses; and, a “great many’’ home buyers 
are willing to stretch their housing budgets beyond once-standard rules of thumb to accommodate 
inflation-fueled higher costs. An additional factor, Benedict added, is that mortgage lenders help **by 
writing a surprising amount of low downpayment — generally 10 percent or less — loans.” 


Benedict made his comments at a Washington, D.C., news conference where the U.S. League released 
a detailed study of monthly housing costs. Data for the study, titled ‘“Homeownership: Affording the 
Single Family Home,’’ were drawn from 8,500 conventional mortgage loans made last year at 200 
cooperating savings and loan associations. Savings associations are the Nation’s primary source of home 
mortgage credit. The U.S. League is the largest trade organization serving the $510 billion savings and 
loan business. 


According to the study, by League economists Dennis J. Jacobs and Thomas J. Parliment, home buyers 
in 1977 had to budget a median $400 for monthly housing expenses. Those expenses included $273 for 
mortgage principal and interest payments; $60 for monthly utility bills; $54 for real estate taxes; and $13 
for hazard insurance. 


In contrast, home buyers in medium-sized SMSA’s, those with population between 250,000 and 1.5 
million, could count on median housing costs of $382 per month. In the smallest SMSAs, those with 
populations of less than 250,000, the median monthly housing cost was just $351. 


Benedict emphasized that in spite of still-escalating housing costs, *“mortgage demand has been strong 
all year.’’ A major reason for housing’s strength has been the two-income family, Benedict said. 


**Low downpayment mortgages have become increasingly important to home buyers, too,’’ Benedict 
said. ‘‘So have positive decisions by many buyers to forego spending on some other items and use that 
money for housing. Consequently, those old ‘rules of thumb’ about home buyers making at least a 20 
percent downpayment and spending no more than 25 percent of their incomes on housing rapidly are 
becoming outdated.”’ 


TAP to Aid Multifamily Housing 


To help preserve the country’s present supply of multifamily housing. . . HUD is establishing a 
Target Area Preservation (TAP) demonstration program to test the feasibility of Section 233 (f) 
mortgage insurance in older declining neighborhoods. . . and is proposing an FHA mortgage 
coinsurance program for the refinancing and selling of conventionally financed housing projects in 
areas where there may be deterioration. 


Appearing before the House Government Operations Subcommittee on Manpower and 

Housing. . . Marilyn Melkonian, HUD Deputy Assistant Secretary for Insured Housing. . . said the 
innovative TAP program ‘‘can stimulate extensive modest and moderate rehabilitation in target areas 
where it would not otherwise take place. It is intended to provide a ‘catalyst’ for preservation, 
complementing HUD’s Section 8 substantial rehabilitation program for rental assistance housing, and its 
direct loan program for rehabilitation under Section 3/2. At the same time, it is intended to renew 
interest in investment by local governments and private enterprise in the selected target areas.”’ 


The public has been invited to comment on the proposal and particularly on these points: what impact it 
would have on the mortgage market; the availability of mortgage credit to borrowers dependent on 
HUD’s regular mortgage insurance programs; and the flow of credit to older, declining areas and 
purchasers of older and low-cost housing. 


The proposed regulation was published in the September 26 Federal Register. The comment period is 
open until November 13. Responses should be addressed to HUD, Rules Docket Clerk, Room 
5218, Washington, D.C. 20410. 








FDAA Deputy Appointed 


HUD Secretary Harris announced the appointment of Thomas R. Casey as Deputy Administrator 
of the Federal Disaster Assistance Administration (FDAA). Casey was Regional Director of the 
FDAA’s Region II office, with headquarters in New York, since January 1972. 


As Deputy, he will be principal assistant to FDAA Administrator William H. Wilcox. His duties include 
sharing responsibility for the supervision of governmental and humanitarian relief agency activities 
following an emergency or major disaster declaration by the President. 


New Publication 


Federal Government And Urban Problems. HUD: Successes, Failures, And The Fate Of Our 

Cities. . . By M. Carter McFarland. . . a former HUD official. Introduction by Paul Ylvisaker. Con- 
tains chapters on HUD’s creation; its organization performance; urban planning; renewing the inner 
cities through Urban Renewal, Model Cities, and Block Grants; housing needs; Public Housing; FHA’ s 
various interest-subsidy programs; and Section 8; cycles in mortgage credit; reducing housing costs; 
equal opportunity in housing; urban research; and people and policies. Former HUD Secretary Robert C. 
Weaver has said, ‘‘The book provides invaluable facts and insights to professionals in the field and to 
students of public administration.’’ Available for $20.00 from Westview Press, 5500 Central Ave., 
Boulder, Colorado 80301. 


FYI 


Government Information Services. . . 1-day seminar: Protecting your General Revenue Sharing and 
Anti-Recession Aid. . . Washington, D.C., Nov. 17; Boston, Nov. 20; Atlanta, Nov. 27; Louisville, 
Nov. 30; Columbus, Dec. 1; Chicago, Dec. 4; Minneapolis, Dec. 8; Seattle, Dec. 11; San Francisco, 
Dec. 13; Denver, Dec.15; Dallas, Dec. 18; Orlando, Jan. 15; and Houston, Jan. 18. Details: GJS, 
752 National Press Bldg., N.W., Washington, D.C. 20045 (202/638-5095). 


Questor Associates (Information Services Division). . . Third Annual Real Estate Structuring 
Institute: Structuring Real Estate Investments. . . San Francisco, Nov. 20-21; Honolulu, Nov. 27-28; 
and Los Angeles, Nov. 29-30. Details: Ms. Gail Wong, Questor Associates, 115 Sansome St., San 
Francisco CA 94104 (415/433-0300). 
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